Topic 1: Price indices
Difficulty LEVEL 1
1. What does the consumer price index (CPI) measure?
(A) The prices of net exports.
(B) The prices of all goods and services produced in the economy.
(C) The prices of a specific sample of goods and services purchased by consumers.
(D) The value of gross domestic product in real dollars.
(E) The prices of a sample of raw materials purchased by firms.
Difficulty LEVEL 2
2. Suppose that a typical consumer buys the following quantities of three products in 1999 and 2000.
	Product
	Quantity
	1999 Price per unit
	2000 Price per unit

	Clothing
	4 units
	$10.00
	$11.00

	Shelter
	2 units
	$15.00
	$15.00

	Food
	6 units
	$5.00
	$6.00



Which of the following can be concluded about the consumer price index (CPI) from 1999 to 2000?
(A) It decreased by 15%.
(B) It decreased by 10%.
(C) It increased by 10%.
(D) It increased by 15%.
(E) It remained unchanged.
3. The cost of a market basket of goods and services is $200 in Year 1 and $220 in Year 2. If Year 1 is the base year, what is the price index for Year 1?
(A) 100
(B) 110
(C) 115
(D) 120
(E) 125
4. The cost of a market basket of goods and services is $200 in Year 1 and $220 in Year 2. If Year 1 is the base year, what is the price index for Year 2?
(A) 100
(B) 110
(C) 115
(D) 120
(E) 125
5. The cost of a market basket of goods and services is $180 in Year 1 and $240 in Year 2. If Year 2 is the base year, the price index for Year 1 is
(A) 75
(B) 90
(C) 100
(D) 125
(E) 133
Use the following table to answer the following questions.
	The Consumer Price Index

	Year
	CPI

	1
2
3
4
5
	75
100
110
125
150


6. The rate of inflation from Year 2 to Year 3 is
(A) 10 percent
(B) 25 percent
(C) 30 percent
(D) 50 percent
(E) 110 percent
7. The rate of inflation from Year 4 to Year 5 is
(A) 10 percent
(B) 20 percent
(C) 50 percent
(D) 110 percent
(E) 125 percent
8. If the consumer price index rises from 100 to 200, then which of the following is true?
(A) all prices of production inputs have doubled
(B) each person’s real income has been cut in half
(C) all prices in the economy have doubled
(D) the prices in an average consumer’s market basket have doubled
(E) consumer incomes have doubled
9. If a market basket of goods and services costs $90 in the base year and $135 in the current year, what is the value of the GDP deflator?[bookmark: _GoBack]1
 C
6
 A
11
 E
16
C 
21
B 
2
 C
7
 B
12
 C
17
B 


3
 A
8
 D
13
 B
18
 A


4
B 
9
 E
14
 D
19
 B


5
 A
10
C 
15
C 
20
D 




(A) 90
(B) 100
(C) 125
(D) 135
(E) 150
10. In a particular year, the nominal GDP in Econoland was $100 billion while the real GDP was $80 billion. According to this data, what was the GDP deflator that year?
(A) 80
(B) 100
(C) 125
(D) 133
(E) 150

